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2008 FiNaNCial HigHligHtS

year-over-year reSultS

Net income  . . . . . . . . . . . . . . . . . . . . . . . . . .$7.7 million, up 8.1%

Diluted earnings Per Share  . . . . . . . . . . . . . . . . . .$2.57, up 11.8%

tax-equivalent Net interest income  . . . .$28.1 million, up 19.2%

Non-interest income  . . . . . . . . . . . . . . . . . . .$6.4 million, up 8.5%

Non-interest expense  . . . . . . . . . . . . . . . .$20.5 million, up 12.7%

total assets  . . . . . . . . . . . . . . . . . . . . . . . . . .$972 million, up 9.3%

total investment Securities  . . . . . . . . . . . . .$291 million, up 9.8%

total loans  . . . . . . . . . . . . . . . . . . . . . . . . . .$634 million, up 9.3%

total Deposits . . . . . . . . . . . . . . . . . . . . . . . .$578 million, up 7.2%



Strength.  Profitabilty. growth.



dear fellow Shareholders:

we are pleased to provide you with our Summary
annual report for 2008.

in our recent annual reports, and no doubt with
echoes from recent annual reports of  community
banks across the country, we have positioned our
strong results, year after year, against a “backdrop
of  challenging conditions” and “headwinds” and
“unprecedented conditions in the financial 
markets.” to some readers, these may well sound
like shopworn clichés rolled out by unimaginative
bankers once a year; but how pertinent and fresh
such observations seem today! 

during these extraordinary times there is an 
important point that we must take this opportunity
to make. recent events have confirmed the 
enduring validity of  the community banking 
business model, unique to the United States, which
once again has persevered through amazing 
challenges. the community bank business model is
simple, transparent and grounded in common sense
that every employee, customer and shareholder can
comprehend. bar harbor bankshares is one such
community bank, and, to be fully candid, we are
more than pleased to share our results for 2008; we
are hugely satisfied! 

Most bank investors did not expect increased profits
from banks in 2008, but we were delighted to report
just that. net income for bar harbor bankshares
was up 8.1% over 2007 to a record level of  $7.7 
million. diluted earnings per share were up 11.8%
over 2007 to $2.57. also contrary to the national

trend our return on average equity improved to
11.87%.

we are also pleased to have posted significant gains
in a number of  important balance sheet categories.
total assets grew over 9% and ended the year at
$972 million. loans reached $634 million at year
end, lead by continued strength in business lending.
we believe that this continued success is a testament
to our fundamental strategy of  using our strong
service ethic to develop enduring relationships,
which remain loyal during the weak markets as well
as the strong. 

we saw reduced demand for residential lending 
during much of  2008, with a resurgence of  demand
late in the fourth quarter, as interest rates began
their fall to historically low levels. despite this ebb
and flow of  demand, our residential loan portfolio
remained relatively flat, which was not unexpected.

we are delighted to report that, even with continued
robust growth in loans, the Company’s asset quality
indicators remained strong through all of  2008.
while delinquencies were modestly up, they lagged 
significantly behind both our peer group and 
national averages. non-performing loans remained
relatively low at 0.70% of  total loans. we are also
pleased that the Company’s exposure to loans in
foreclosure is modest, which affords us the 
opportunity to work closely with individuals and
small businesses to avoid foreclosures wherever
possible. 

our growth in deposits has been important, as low
cost deposits are the oxygen of  successful 
community banks. in 2008, total deposits grew $39
million or 7.2%, while retail deposits, the most 
cost-effective, grew $54 million or 12.5%. this 
beneficial growth reflects well upon the efforts of
our customer contact staff  throughout all our 
markets.

our key profit driver, tax equivalent net interest 
income, was up 19.2% for the year and was driven
by an improved net interest margin, up 22 basis
points over 2007. these improvements were the
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result of  consistent day-to-day collaboration among
our finance, retail banking and business banking
teams to ensure that every interest rate decision,
whether large or small, contributes to our profitability
as much as possible. during the year we also 
developed additional sources of  lower cost liquidity
to provide as many options as possible to fund our
loans and investments at the best possible cost. 

during 2008, many institutions and individuals
struggled with difficult decisions about managing
investment funds in the face of  turbulent financial
markets. we are pleased to offer what we believe are
professional investment management solutions
through bar harbor trust Services and bar harbor
financial Services. we believe both units are 
exceptional choices for investors who prefer a local
alternative which is professional, accessible, and 
sensitive to the needs of  both large and small 
investors. these business units reported combined
fees of  $2.5 million in 2008 representing an increase
of  7.6% over 2007.

we recognize we must be vigilant to ensure we have
in place appropriate technology and delivery 
systems to meet the emerging and diverse expecta-
tions of  our customers. during 2008, our opera-
tions and information technology teams deployed
significant improvements in technical infrastructure
and product functionality to improve the banking 
experience of  our customers and the work 
experience of  our employees. these teams enjoyed
one of  their most productive years in recent 
memory and helped the Company achieve 
meaningful gains in expense management, risk 
mitigation and product enhancement. 

our achievements in 2008 were the direct result of
the commitment of  all our team members to help
us in our quest to become the most successful 
community bank in northern new england. in 
reflection on our results for 2008, we recently
shared these observations with our team members:

“every division, department and office of  the 
Company contributed to these results. the entire
team collaborated well and did the right things every
day for the right reasons and in the right spirit. we
took good care of  our customers; we watched 

expenses; we made sure we were paid fairly for what
we delivered; we made sound investment choices
and we made prudent credit decisions. when you
do all these things well, you get a good year …and
we did.” 

while we are encouraged by our overall results and
the value we believe we have delivered to our 
shareholders, we are profoundly disappointed by the
manner in which the markets have abused our stock
price. bar harbor bankshares is sound, profitable
and demonstrating strong growth in many positive
ways that are consistent with its performance trends
over the past five years. we deeply regret the current
phenomenon that lumps all banks, large or small,
wall Street or Main Street, profitable or not, 
together in the same out-of-favor basket. we believe
that you, our investors, deserve better. 

we are committed to doing everything we can,
through individual efforts and in concert with our
trade associations to make sure that the media, the
public, and the federal government recognize the
important distinctions among banks and the critical
role community banks, like bar harbor bankshares,
will play in the ultimate financial recovery that all
our constituents, investors, customers, employees
and neighbors so eagerly anticipate. in the 
meantime, you can count upon us to continue to do
our best every day to deliver excellent value to the
communities we serve in coastal Maine.

on behalf  of  the board of  directors and all the bar
harbor bankshares team members, we extend our
heartfelt thanks to our shareholders for your 
continued loyalty and support.

Sincerely,

Joseph M. Murphy
President and Chief  executive officer

thomas a. Colwell
Chairman
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in order to best serve our shareholders and customers, before we consider new ways to grow or make a profit,

we must first have an underlying strong foundation upon which to build. we approach our work each day

with this belief  in mind. given our strong balance sheet, liquidity position, earnings fundamentals and 

capitalization, we believe our Company is well positioned to manage through the many uncertainties that likely

lie ahead for the banking industry. 



atestament to our strength, Sandler o'neill & Partners, l.P., a prominent national research and financial

advisory firm, selected bar harbor bankshares for inclusion in its Sandler o'neill Sm-all Stars Class of

2008, which recognizes the top performing small-cap banks and thrifts in the nation. of  the 574 publicly traded

banks and thrifts with a market cap of  less than $2 billion included in the evaluation only 33 were selected as

stand-outs in growth, profitability, credit quality, and capital strength. 
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Community banks realize profits through several avenues:  developing a

strong net interest margin; collecting fair fees for services provided;

and controlling expenses. during the course of  2008, the bank enjoyed an

expanding net interest margin and a significant increase in net interest 

income, which was the primary driver underlying the Company’s excellent

earnings performance. by paying close attention to service quality and by

cultivating a talented business development team, we have been able to realize

robust growth in earning assets this year. through careful monitoring of  all

expense categories, we lowered our efficiency ratio to record levels in 2008.

our razor sharp focus on interest rates, credit quality, and cost control has

allowed us to report a solidly profitable year during what is widely viewed as

one of  the more turbulent periods in the history of  banking.
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we have never been a company to grow purely for growth’s sake. for

that reason, growth comes only after we have ensured strength and

profitability. looking back over the past five years, we have shown an 

unbroken growth trend in many critical areas. at 2008 year end, compared

to where we were just five years ago, total assets have increased 46%, loans

are up 41%, deposits have grown 45% and net income has risen 50%. this

growth has been achieved without bank acquisitions and without sacrificing

asset quality, sound expense management or customer service. over this

same time period, we have realized meaningful growth in shareholder value

through increases in earnings per share and dividends. we have made this

growth possible by paying attention to fundamentals. we are delighted to 

remain an independent community bank that delivers exceptional service to

our customers and consistent returns to our shareholders.
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five year
SeleCted finanCial data

the following table sets forth selected financial data for the last five years.                                                

(in thousands, except per share data):                                                                                                                           

                                                                                                                                                                                    

                                                                                                         2008              2007              2006              2005              2004

balance Sheet data                                                                                                                                                      

total assets                                                                                   $   972,288    $    889,472    $    824,877    $    747,945    $    666,811

total investment securities                                                                290,502          264,617        213,252       183,300        176,337

total loans                                                                                          633,603         579,711        555,099       514,866        448,478

allowance for loan losses                                                                    (5,446)           (4,743)          (4,525)         (4,647)         (4,829)

total deposits                                                                                   578,193          539,116          496,319         445,731          398,272

total borrowings                                                                              323,903          278,853          260,712         239,696          206,923

total shareholders' equity                                                                   65,445           65,974           61,051           56,104            56,042

average assets                                                                                     926,357          841,206          788,557         689,644          646,205 

average shareholders' equity                                                               65,139           62,788           57,579           56,132            54,200

                                                                                                                                                                                    

results of  operations                                                                                                                                                 

interest and dividend income                                                       $      53,594    $     51,809    $      46,145    $      37,195    $      31,922

interest expense                                                                                   26,403          28,906           24,449           15,336            11,545

net interest income                                                                              27,191          22,903           21,696           21,859            20,377

Provision for loan losses                                                                        1,995               456                131                   -                 180

net interest income after provision for loan losses                               25,196          22,447           21,565           21,859            20,197 

                                                                                                                                                                                    

non-interest income                                                                              6,432             5,929             6,876             6,415              6,572

non-interest expense                                                                           20,513          18,201           18,677           19,268            18,914

                                                                                                                                                                                    

income before income taxes                                                               11,115           10,175             9,764             9,006              7,855

income taxes                                                                                        3,384             3,020             2,885             2,582              2,123

net income                                                                                   $        7,731    $       7,155    $        6,879    $       6,424    $        5,732

                                                                                                                                                                                    

earnings Per Share:                                                                                                                                                      

basic                                                                                           $          2.63    $         2.36    $          2.26    $         2.09    $          1.85

diluted                                                                                       $          2.57    $          2.30    $          2.20    $         2.03    $          1.79

                                                                                                                                                                                    

return on total average assets                                                               0.83%            0.85%            0.87%           0.93%            0.89%

return on total average equity                                                             11.87%          11.40%          11.95%         11.44%          10.58%

average equity to average assets                                                            7.03%            7.46%            7.30%           8.14%            8.39%

tangible book value per share                                                      $        21.65    $        20.88    $        18.93    $       17.22    $        17.06

dividends per share                                                                      $        1.020    $        0.955    $        0.905    $       0.840    $        0.800

dividend payout ratio                                                                         38.84%            40.5%            40.1%           40.2%            43.3%

Refer to the Bar Harbor Bankshares 2008 Annual Report on Form 10-K for a complete set of consolidated financial statements, including information covering stock prices, dividends, and outstanding shares.
This applies to all data on this page and on pages 12-17.

a n d  S U b S i d i a r i e S
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rePort of indePendent
regiStered PUbliC aCCoUnting firM

the board of  directors

bar harbor bankshares:

we have audited, in accordance with the standards of  the Public Company accounting oversight board (United States), the con-

solidated balance sheets of  bar harbor bankshares and subsidiaries (the Company) as of  december 31, 2008 and 2007, and the

related consolidated statements of  income, changes in shareholders’ equity, comprehensive income and cash flows, for each of

the years in the three-year period ended december 31, 2008 (not presented herein); and in our report dated March 16, 2009, we

expressed an unqualified opinion on those consolidated financial statements.

in our opinion, the information set forth in the accompanying consolidated balance sheets as of  december 31, 2008 and 2007 and

consolidated statements of  income for each of  the years in the three-year period ended december 31, 2008, is fairly stated, in all

material respects, in relation to the consolidated financial statements from which it has been derived.

KPMg llP

albany, new york

March 16, 2009
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ConSolidated
balanCe SheetS

aS of deCeMber 31, 2008 and 2007 (in thousands, except share data)                                                        
                                                                                                                                                              2008                           2007
assets                                                                                                        
Cash and due from banks                                                                                                               $            9,041       $            7,726
overnight interest bearing money market funds                                                                                                1                           5
total cash and cash equivalents                                                                                                                  9,042                     7,731
Securities available for sale, at fair value                                                                                                 290,502                 264,617
federal home loan bank stock                                                                                                               14,796                   13,156
loans                                                                                                                                                     633,603                 579,711 
allowance for loan losses                                                                                                                         (5,446)                  (4,743)
loans, net of  allowance for loan losses                                                                                                    628,157                574,968
Premises and equipment, net                                                                                                                    10,854                   10,795
goodwill                                                                                                                                                    3,158                     3,158
bank owned life insurance                                                                                                                         6,573                     6,340
other assets                                                                                                                                               9,206                     8,707
total aSSetS                                                                                                                            $       972,288       $        889,472
                                                                                                               
liabilities                                                                                                                                                              
deposits                                                                                                                                                              

demand and other non-interest bearing deposits                                                                        $         57,954       $          65,161
now accounts                                                                                                                                     67,747                   67,050
Savings and money market deposits                                                                                                      163,780                 163,009
time deposits                                                                                                                                     200,206                 140,204
brokered time deposits                                                                                                                         88,506                 103,692
total deposits                                                                                                                                    578,193                 539,116

Short-term borrowings                                                                                                                          121,672                 148,246
long-term advances from federal home loan bank                                                                              197,231                 130,607
Junior subordinated debentures                                                                                                                   5,000                            -
other liabilities                                                                                                                                           4,747                     5,529
total liabilitieS                                                                                                                           906,843                 823,498
                                                                                                               
Shareholders' equity                                                                                                                                              
Capital stock, par value $2.00; authorized 10,000,000 shares;                                                                              
issued 3,643,614 shares at december 31, 2008 and december 31, 2007                                                   7,287                    7,287

Surplus                                                                                                                                                       4,903                    4,668
retained earnings                                                                                                                                    67,908                   63,292
accumulated other comprehensive (loss) income:                                                                                              
Prior service cost and unamortized net actuarial gains/losses on employee                                                      

benefit plans, net of  tax of  ($59) and ($64), at december 31, 2008 and december                                        
31, 2007, respectively                                                                                                                            (115)                    (124)

net unrealized appreciation (depreciation) on securities available for sale, net of  tax                                        
of  ($573) and $616, at december 31, 2008 and december 31, 2007, respectively                                (1,149)                     1,196

net unrealized appreciation (depreciation) on derivative instruments, net of  tax of                                          
$382 and $24 at december 31, 2008 and december 31, 2007, respectively                                              740                          46

total accumulated other comprehensive income (loss)                                                                             (524)                     1,118
less: cost of  769,635 and 640,951 shares of  treasury stock at december 31, 2008                                             

and december 31, 2007, respectively                                                                                                  (14,129)                (10,391)
                                                                                                              

total ShareholderS' eQUity                                                                                                   65,445                   65,974 
                                                                                                               
total liabilitieS and ShareholderS' eQUity                                                        $       972,288       $        889,472 

a n d  S U b S i d i a r i e S
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ConSolidated
StateMentS of inCoMe

for the yearS ended deCeMber 31, 2008, 2007 and 2006 (in thousands, except share data)                                      

                                                                                                                                2008                      2007                     2006

interest and dividend income:                                                                                                                                            

interest and fees on loans                                                                                 $         37,653       $          37,923       $          35,388

interest and dividends on securities and other earning assets                                      15,941                   13,886                   10,757

total interest and dividend income                                                                               53,594                   51,809                   46,145
                                                                                                           

interest expense:                                                                                                                                                                

deposits                                                                                                                     14,976                   16,222                   13,039

Short-term borrowings                                                                                                 1,421                     5,967                     6,359

long-term debt                                                                                                          10,006                     6,717                     5,051

total interest expense                                                                                                   26,403                   28,906                   24,449 
                                                                                                           

net interest income                                                                                                      27,191                   22,903                   21,696

Provision for loan losses                                                                                              1,995                       456                       131  

net interest income after provision for loan losses                                                       25,196                   22,447                   21,565
                                                                                                           

non-interest income:                                                                                                                                                   

trust and other financial services                                                                                 2,513                     2,335                     2,096 

Service charges on deposit accounts                                                                            1,594                     1,624                     1,559

other service charges, commissions and fees                                                                 232                       215                       222

Credit card service charges and fees                                                                             2,044                     2,100                     1,812

net securities (losses) gains                                                                                           (831)                    (671)                       755

other operating income                                                                                                 880                       326                       432

total non-interest income                                                                                              6,432                     5,929                     6,876 
                                                                                                                 

non-interest expense:                                                                                                                                                  

Salaries and employee benefits                                                                                    10,827                     9,368                     9,292

Postretirement plan settlement                                                                                            -                     (832)                            -  

occupancy expense                                                                                                      1,387                     1,275                     1,303 

furniture and equipment expense                                                                                1,539                     1,718                     1,844

Credit card expenses                                                                                                    1,416                     1,469                     1,314 

other operating expense                                                                                              5,344                     5,203                     4,924 

total non-interest expense                                                                                           20,513                   18,201                   18,677 
                                                                                                              

income before income taxes                                                                                        11,115                   10,175                     9,764

income taxes                                                                                                                  3,384                     3,020                     2,885 
                                                                                                              

net income                                                                                                        $           7,731       $            7,155       $            6,879
                                                                                                                 

Computation of  earnings Per Share:                                                                                                                                 

weighted average number of  capital stock shares outstanding                                                                                      

basic                                                                                                                   2,943,694              3,037,074              3,049,777

effect of  dilutive employee stock options                                                                63,555                   75,662                   72,048

diluted                                                                                                                3,007,249              3,112,736              3,121,825
                                                                                                                   

basic earnings Per Share                                                                                 $            2.63       $             2.36       $             2.26

diluted earnings Per Share                                                                             $            2.57       $             2.30       $             2.20

                                                                                                                 

dividends per share                                                                                           $           1.020       $            0.955       $            0.905 

a n d  S U b S i d i a r i e S
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bUSineSS Strategy
as a diversified financial services provider, bar harbor bank-
shares pursues a strategy of  achieving long-term sustainable
growth, profitability, and shareholder value, without sacrificing
its soundness.  the Company works toward achieving this goal
by focusing on increasing its loan and deposit market share in
the downeast and midcoast communities of  Maine.  the Com-
pany believes one of  its more unique strengths is an under-
standing of  the financial needs of  coastal communities and the
businesses vital to Maine’s coastal economy, namely: tourism,
hospitality, retail establishments and restaurants, seasonal lodg-
ing and campgrounds, fishing, lobstering, boat building, and
marine services.  

the Company’s key strategic focus is vigorous financial stew-
ardship, deploying investor capital safely yet efficiently for the
best possible returns.  the Company strives to provide un-
matched service to its customers, while maintaining strong asset
quality and a focus toward improving operating efficiencies.  in
managing its earning asset portfolios, the Company seeks to
utilize funding and capital resources within well-defined credit,
investment, interest-rate and liquidity guidelines.  in managing
its balance sheet the Company seeks to preserve the sensitivity
of  net interest income to changes in interest rates, and to en-
hance profitability through strategies that promise sufficient re-
ward for understood and controlled risk.  the Company is
deliberate in its efforts to maintain adequate liquidity under pre-
vailing and expected conditions, and strives to maintain a bal-
anced and appropriate mix of  loans, securities, core deposits,
and borrowed funds.

finanCial Condition
assets: the Company’s total assets increased $83 million or
9.3% during 2008, ending the year at $972 million. this increase
was principally attributed to the growth of  the bank’s loan port-
folio.

loans: total loans ended the year at $634 million, representing
an increase of  $54 million, or 9.3%, compared with year-end
2007. business loans, which are typically the bank’s highest
yielding assets and most profitable relationships, led the overall
growth of  the loan portfolio. residential mortgage loan origi-
nations slowed during 2008, reflecting softening real estate mar-
kets in many of  the communities served by the bank, combined
with market interest rates that continued at elevated levels. with
the recent and significant decline in residential mortgage loan
interest rates, bank management anticipates a meaningful in-
crease in residential mortgage loan origination activity in 2009.

lending activities have benefited from a relatively stable local
economy, favorable market interest rate environment, and ini-
tiatives designed to expand the bank’s product offerings and
attract new customers while continuing to serve its existing cus-
tomer base. 

Consumer loans comprise about half  of  the total loan portfolio
and principally consist of  home mortgages, home equity loans
and residential construction loans. the bank also serves the
small business market throughout downeast and midcoast
Maine. it offers business loans to individuals, partnerships, cor-
porations, and other business entities for capital construction,
real estate purchases, working capital, real estate development,
and a broad range of  other business purposes. 

Credit Quality: the bank’s non-performing loans ended the
year at relatively low levels, representing $4.4 million or 0.70%
of  total loans. the bank’s loan loss experience increased during
2008, with net loan charge-offs amounting to $1.3 million, com-
pared with $238 thousand, in 2007. two problem loans ac-
counted for $1.1 million, or 84.7%, of  total net charge-offs in
2008.

future levels of  non-performing loans may be influenced by
economic conditions, including the impact of  those conditions
on the bank's customers, including debt service levels, declining
collateral values, tourism activity, and other factors existing at
the time. bank management believes the economic activity and
conditions in the local real estate markets will continue to be

2008 annUal rePort
finanCial overview

a n d  S U b S i d i a r i e S
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significant determinants of  the quality of  the loan portfolio in
future periods and, thus, the Company’s results of  operations
and financial condition.

for the year ended december 31, 2008, the bank recorded a
provision for loan losses (the “provision”) of  $2.0 million, rep-
resenting an increase of  $1.5 million compared with 2007. the
increase in the provision was largely attributed to the increase
in net loan charge-offs, growth in the loan portfolio, generally
declining real estate values in many of  the markets served by
the bank, and other qualitative and environmental considera-
tions. 

the bank maintains an allowance for loan losses (the “al-
lowance”) which is available to absorb losses on loans. the al-
lowance is maintained at a level that, in management’s
judgment, is appropriate for the amount of  risk inherent in the
loan portfolio and adequate to provide for estimated probable
losses. at december 31, 2008 the allowance stood at $5.4 mil-
lion, representing an increase of  $703 thousand or 14.8% com-
pared with year end 2007. at december 31, 2008, the allowance
expressed as a percentage of  total loans stood at 86 basis points,
up from 82 basis points at year end 2007.

investment Securities: during 2008 the bank’s securities port-
folio continued to serve as a key contributor to earnings. total
securities ended the year at $291 million, representing an in-
crease of  $26 million or 9.8% compared with year end 2007.
the securities portfolio is primarily comprised of  mortgage-
backed securities issued by U.S. government agencies, U.S. gov-
ernment-sponsored enterprises, and other private label issuers.
the securities portfolio also includes tax-exempt obligations of
state and political subdivisions, and obligations of  other U.S. 
government-sponsored enterprises. at december 31, 2008, the
securities portfolio did not contain any pools of  sub-prime
mortgage-backed securities, collateralized debt obligations, or
commercial mortgage-backed securities. additionally, the bank
did not own any equity securities or have any corporate debt
exposure in its securities portfolio, nor did it own any perpetual
preferred stock in federal home loan Mortgage Corporation
(“fhlMC”) or federal national Mortgage association
(“fnMa”), or any interests in pooled trust preferred securities
or auction rate securities.

deposits: in 2008, the most significant funding source for the
bank’s earning assets continued to be retail deposits, gathered
through its network of  twelve banking offices throughout
downeast and midcoast Maine. historically, the banking business
in the bank’s market area has been seasonal, with lower deposits
in the winter and spring and higher deposits in summer and au-
tumn. the timing and extent of  seasonal swings have varied from
year to year, particularly with respect to demand deposits.
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total deposits ended the year at $578 million, representing an
increase of  $39 million or 7.2% compared with december 31,
2007. total retail deposits ended the year at $490 million, up
$54 million or 12.5% compared with year end 2007. retail de-
posit growth was principally attributed to time deposits, with
now accounts and savings and money market accounts also
posting increases. brokered deposits obtained from the national
market ended the year at $89 million, representing a decline of
$15 million or 14.6% compared with year end 2007.

borrowings: borrowed funds principally consist of  advances
from the federal home loan bank of  boston. the bank uti-
lizes borrowed funds in leveraging its strong capital position
and supporting its earning asset portfolios.

total borrowings ended the year at $324 million, representing
an increase of  $45 million, or 16.2%, compared with december
31, 2007. the increase in borrowings was principally used to
fund the growth of  the bank’s securities portfolio and, to a
lesser extent, reduce the bank’s dependence on higher cost and
more volatile brokered deposits.

Capital: Consistent with its long-term strategy of  operating a
sound and profitable organization, the Company continued to
be a “well-capitalized” financial institution according to appli-
cable regulatory standards. Management considers this to be
vital in promoting depositor and investor confidence and pro-
viding a solid foundation for future growth. 

at december 31, 2008, the bank’s tier i leverage, tier i risk-
based, and total risk-based capital ratios were 6.74%, 10.15%
and 11.80%, respectively. Under the capital adequacy guidelines
administered by the bank’s principal regulators, “well-capital-
ized” institutions are those with tier i leverage, tier i risk-
based, and total risk-based ratios of  at least 5%, 6% and 10%,
respectively.

in January 2009, the Company announced the issuance and sale
of  $18.751 million in fixed rate cumulative perpetual preferred
stock to the U.S. treasury in connection with its participation in
the U.S. treasury’s Capital Purchase Program (“CPP”). the CPP
is a voluntary program designed by the U.S. treasury to provide
additional capital to healthy, well-capitalized banks, to help provide
economic stimulus through the creation of  additional lending ca-
pacity in local banking markets. the investment by the U.S. treas-
ury through the CPP increases the Company’s already strong tier
i leverage, tier i risk-based and total risk-based capital ratios
by approximately 200, 300 and 300 basis points, respectively.

Shareholder dividends: total regular cash dividends paid by the
Company in 2008 amounted to $1.02 per share of  common
stock, compared with $0.955 in 2007, representing an increase
of  $0.065, or 6.8%.

reSUltS of oPerationS
net income and earnings Per Share:  in 2008 the Company
recorded record net income and earnings per share. net income
for the year ended december 31, 2008 amounted to $7.7 mil-
lion, or fully diluted earnings per share of  $2.57, compared with
$7.2 million or fully diluted earnings per share of  $2.30 for the
year ended december 31, 2007, representing increases of  8.1%
and 11.8%, respectively.

return on average equity: the Company’s return on average
equity amounted to 11.87% in 2008, compared with 11.40% in
2007.
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net interest income: net interest income is the principal com-
ponent of  the Company’s income stream and represents the
difference or spread between interest generated from earning
assets and the interest expense paid on deposits and borrowed
funds. fluctuations in market interest rates, as well as volume
and mix changes in earning assets and interest bearing liabilities,
can materially impact net interest income.

for the year ended december 31, 2008, net interest income on
a fully tax-equivalent basis amounted to $28.1 million, repre-
senting an increase of  $4.5 million, or 19.2%, compared with
2007. 

the increase in net interest income was principally attributed
to an improved net interest margin, combined with 2008 aver-
age earning asset growth of  $87.5 million or 10.8%. the decline
in short-term interest rates over the past fifteen months favor-
ably impacted the bank’s net interest margin, as the cost of  in-
terest bearing liabilities declined faster and to a greater degree
than the decline in earning asset yields. for the year ended de-
cember 31, 2008, the fully tax-equivalent net interest margin
amounted to 3.13%, representing an improvement of  22 basis
points compared with 2007. 

non-interest income: in addition to net interest income, non-
interest income is a significant source of  revenue for the Com-
pany and an important factor in its results of  operations.
non-interest income is principally derived from financial serv-
ices including trust and investment management activities, as
well as service charges on deposit accounts, credit and debit
card processing fees, realized securities gains or losses, and a
variety of  other product and service fees.

for the year ended december 31, 2008, total non-interest in-
come amounted to $6.4 million, representing an increase of
$503 thousand or 8.5%, compared with 2007. total non-interest
income included a $313 thousand gain recorded in the first
quarter of  2008 representing the proceeds from shares re-
deemed in connection with the visa, inc. initial public offering.
for the year ended december 31, 2008 net securities losses
amounted to $831 thousand, compared with net securities
losses of  $671 thousand in 2007, representing an increase in
net securities losses of  $160 thousand, or 23.8%. the $831
thousand in 2008 net securities losses were comprised of  other-
than-temporary securities impairment losses of  $1.4 million,
largely offset by realized gains on the sale of  securities amount-
ing to $604 thousand.

non-interest expense: for the year ended december 31, 2008,
total non-interest expense amounted to $20.5 million, repre-
senting an increase of  $2.3 million or 12.7%, compared with
2007. 

the increase in non-interest expense was largely attributed to
the settlement of  the Company’s limited postretirement pro-
gram in the first quarter of  2007, which reduced that reporting
period’s non-interest expense by $832 thousand. the increase
in non-interest expense was also attributed to higher levels of
salaries and employee benefits, which were up $1.5 million or
15.6% compared with 2007. the increase in salaries and em-
ployee benefits was attributed to a variety of  factors including:
strategic additions to staff; normal increases in base salaries and
employee benefits; higher levels of  employee incentive com-
pensation; and certain employee severance payments. 

income tax expense: for the year ended december 31, 2008,
total income taxes amounted to $3.4 million, representing an
increase of  $364 thousand, or 12.1%, compared with 2007. the
Company’s effective tax rate amounted to 30.4% in 2008, com-
pared with 29.7% in 2007.
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ManageMent and Staff

bar harbor 
banKShareS
ManageMent
Joseph M. Murphy*
President & Chief  executive officer

gerald Shencavitz*
executive vice President, Chief  

financial officer, & treasurer 

bar harbor
banK & trUSt
ManageMent
Joseph M. Murphy
President & Chief  executive officer

gerald Shencavitz
executive vice President & 

Chief  financial officer

Senior viCe 
PreSidentS
Michael w. bonsey*
Credit administration

Cheryl d. Curtis
Marketing, research & 

Community relations

gregory w. dalton*
business banking

daniel a. hurley, iii*
bar harbor trust Services

Stephen M. leackfeldt
retail banking & Consumer lending

Marsha C. Sawyer
human resources

david w. thibault
operations & information Systems

viCe PreSidentS
Judi l. anderson
Credit administration

Michelle r. bannister
retail and residential lending

Marcia t. bender
branch operations

Penny l. Carter
retail and residential lending

david S. Cohen
Controller & assistant treasurer

dawn l. Crabtree
operations

audrey h. eaton
branch relationship Manager,
ellsworth

ward a. grant, ii
Corporate Compliance officer

Joseph e. hackett
business banking

vicki l. hall
business banking

wilfred r. hatt
regional vP - business banking

derek w. r. hayes
business banking

lisa a. holmes
retail and residential lending

Maureen t. lord
regional branch 
relationship Manager

Carolyn r. lynch
internal audit 

Cheryl l. Mullen
retail Sales and Service & 
branch administration

lisa l. Parsons
regional branch 
relationship Manager

bonnie a. Poland
retail banking

Carol J. Pye
retail and residential lending

andrew X. Sankey
general Services

r. todd Starbird
regional vP - business banking

linda b. Stratton
branch relationship Manager, 
deer isle

aSSiStant viCe
PreSidentS
Stacie J. alley
Managed assets

Steven w. blackett
Credit administration

Marjorie e. gray
branch relationship Manager, 
blue hill

barbara f. hepburn
human resources

donna b. hutton
Customer Service - direct

robert J. lavoie
information Systems

elena M. Martin
electronic Product Support

*named executive officers.  **bar harbor financial Services is a branch of  infinex investments, inc., an independent registered broker dealer which is not affiliated with the
Company or the bank. 
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Colleen e. Maynard
branch relationship Manager, 
Southwest harbor

J. Paul Michaud
application Support and
Project Management

Judith l. newenham
retail lending

russell a. Patton
information Security

timothy f. tunney
business banking

leita K. Zeugner
deposit Services

offiCerS
Judith w. fuller
Corporate Secretary

deborah a. Maffucci
Securities Portfolio

Catherine M. Planchart
Community relations

lester l. Porter
assistant Controller

ManagerS
laura a. bridges
Quality assurance

brenda b. Colwell
training

brenda J. Condon
Customer Service Manager, blue hill

annette J. guertin
Purchasing

greg S. Jones
Customer Service Manager, rockland

wendy r. Maclaughlin
human resources operations

Jody C. Mcfadden
Supervisor, winter harbor

elizabeth b. McMillan
human resources

debra S. Mitchell-dow
branch relationship Manager, 
bar harbor

anne M. Pennell
branch relationship Manager,
Machias

debra r. Sanner
Customer Service Manager, ellsworth

lottie b. Stevens
account & transaction Processing

Peter M. Swanberg
Servicing

terry e. tracy
branch administration

ann g. Upham
Mortgage originator

lisa f. veazie
Customer Service Manager, deer isle

bar harbor trUSt
ServiCeS
daniel a. hurley, iii
President

gerald Shencavitz
Chief  financial officer

Joshua a. radel
Chief  investment officer

Joseph M. Pratt
Managing director and trust officer

viCe PreSidentS
Mischelle e. adams
trust officer

Melanie J. bowden
trust officer

faye a. geel
trust officer

lara K. horner
trust operations

Sarah C. robinson
trust officer

Scott C. Storgaard
trust investment officer

offiCer
Julie b. Zimmerman
trust officer

SUPerviSor
Pamela l. Curativo
trust operations

bar harbor 
finanCial
ServiCeS**

Craig d. worcester
Managing director

ronald l. hamilton
vice President, financial Consultant

Charles e. lynch, iii
vice President, financial Consultant

Sonya l. Mitchell
vice President, financial Consultant

diane M. rimm
vice President, operations

eMPloyeeS
(as of  03/12/09)

gwen M. abbott
Jennifer C. abbott
Susan l. albee
deena M. allen
faye M. allen
holly M. andrews
June g. atherton
vicki J. austin
Karen C. beal
Melynda M. beal
donna l. blankley
Penny S. brady
hillary a. Carter
Crystal n. Case
Sarah a. Cormier
theresa l. Colson
lisa l. Crosby
geneva e. Culshaw
laura h. danielson
logan-ashlee davis
Sharon J. davis
Julie M. eaton
rebecca h. S. emerson
Pamela J. farnsworth
amy n. foskett
ashlee r. fountaine
Jason P. freeman
Candy a. ginn
erica n. goggin
dawn f. gray
Shelley e. gray
Susanne M. griffin
Samantha e. hagerthy
andrew haley
Kelli M. hall
Kelton i. hallett
Kirsten M. hamilton
Casey e. hardwick
Mary beth harmon
Prescilla J. harper
nancy b. hastings
Mary d. hays
ivy M. heal
holly b. hersom
Melissa S. hinckley
nicole S. hinkel
Sharon e. hobbs
Jeanette l. howie
lynn l. huffman

Margaret l. hutchinson
ashley n. Johnson
danielle y. Johnson
Maureen e. Kane
rebecca h. Kent
Kathryn M. Kief
ebony a. Kramp
James w. lacasse
Janice e. laChance
Paula M. lamoureux
bonnie S. leblanc
Marlene a. lloyd
Jonathan w. long
virginia l. Macleod
Carol M. Marshall
ashley S. Matthews
bettina f. Mcguire
Kara M. Miller
dylan a. Mooney
Michele l. Morrison
dawn b. nason
danielle e. natale
nicole e. norton-daley
debbie b. norwood
nichole d. norwood
alexandra orcutt
Joseph f. Pagan
andrea l. Parker
Jane M. Parker
deborah i. Parlee
Jon b. Perkins
Michelle P. rafferty
Mary C. ratner
Julie a. redman
Judy a. richards
amanda l. robbins
Jane M. robinson
alicia M. Santerre
Jennifer M. Saunders
frank J. Schaefer
edith e. Schwartz
debra l. Scott-henderson
bridgette M. Shorey
Stephanie M. Shuster
andrea l. Snow
rachelle a. Stagg
angela M. Stanley
teri a. Stover
Catherine e. talley
bristol n. timmons
brenda d. tripp
Jyl e. tucker
allyson M. wallace
erica wallace
Jeffrey M. warner
Paula webster
Jeanne l. f. weeks
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board of direCtorS

thomas a. Colwell, deer isle, Me
retired President, Colwell bros., inc.

robert C. Carter, Machias, Me
retired owner of  Machias Motor inn
owner Carter enterprises rental Management Company

Jacquelyn S. dearborn, holden, Me
Mediator for the ellsworth and bangor Court System,
treasurer of  Joel a. dearborn, esq., Pa, 

President of  C. K. foster, Co., inc.

Peter dodge, blue hill, Me
President and insurance agent, Peter dodge 
agency d/b/a Merle b. grindle agency, 

John r. Crooker agency, and the endicott agency

Martha t. dudman, northeast harbor, Me
President of  dudman Communications Corporation; 

author

lauri e. fernald, Mt. desert, Me
funeral director and an owner of

Jordan - fernald funeral home

gregg S. hannah, Surry, Me
former treasurer of  a marketing consulting firm 
and past associate Professor of  business 

Management at nichols College

Clyde h. lewis, Sullivan, Me 
vice President and general Manager, 

Morrison Chevrolet, inc.

Joseph M. Murphy, Mt. desert, Me
President and Chief  executive officer of  the 

Company and the bank

robert M. Phillips, Sullivan, Me
Consultant to the wild blueberry industry

Constance C. Shea, Mt. desert, Me
real estate broker and former owner of  lynam real estate

Kenneth e. Smith,  bar harbor, Me  
owner and innkeeper of  Manor house inn

Scott g. toothaker, ellsworth, Me
Principal and vice President of  Melanson heath & Co.

david b. woodside, bar harbor, Me
President and general Manager of  acadia Corporation
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aNNual MeetiNg

the annual Meeting of  shareholders of  Bar Har-

bor Bankshares will be held at 11:00 a.m. on tues-

day May 19, 2009 at the Bar Harbor Club located

on west Street in Bar Harbor, Maine.

FiNaNCial iNForMatioN

Shareholders, analysts and other investors seeking

financial information about Bar Harbor Bank-

shares should contact gerald Shencavitz, execu-

tive vice President, Chief  Financial officer and

treasurer, at 207-288-3314.

iNterNet

Bar Harbor Bank & trust information, as well as

Bar Harbor Bankshares Form 10-k, is available at

www.BHBt.com. 

SHareHolDer aSSiStaNCe

Questions concerning your shareholder account,

including change of  address forms, records or in-

formation about lost certificates or dividend

checks, should be directed to our transfer agent:  

american Stock transfer & trust Company

59 Maiden lane, Plaza level

New york, Ny 10038

800-937-5449 / www.amstock.com

StoCk eXCHaNge liStiNg

Bar Harbor Bankshares common stock is traded

on the NySe alternext u.S. exchange (nyse.com),

under the symbol BHB.

ForM 10-k aNNual rePort

the Company refers you to its annual report on

Form 10-k for fiscal year ended December 31,

2008 and appended to this report for detailed fi-

nancial data, management’s discussion and analysis

of  financial condition and results of  operations,

disclosures about market risk, market information

including stock graphs, descriptions of  the busi-

ness of  the Company and its products and serv-

ices, and a listing of  its executive officers.

MailiNg aDDreSS

if  you need to contact our corporate headquarters

office, write:

Bar Harbor Bankshares

Post office Box 400

82 Main Street

Bar Harbor, Maine 04609-0400

207-288-3314 • 888-853-7100

PriNteD FiNaNCial iNForMatioN

we will provide, without charge, and upon written

request, a copy of  the Bar Harbor Bankshares an-

nual report to the Securities and exchange Com-

mission on Form 10-k.  the Bank will also

provide, upon request, annual Disclosure State-

ments for Bar Harbor Bank & trust as of  Decem-

ber 31, 2008.  Please contact Marsha C. Sawyer,

Bar Harbor Bankshares Clerk, at 207-288-3314.
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Bar HarBor

82 Main Street

288-3314

Blue Hill

21 Main Street

374-5600

Deer iSle

25 Church Street

348-2319

ellSwortH

137 High Street

667-7194

luBeC

68 washington Street

733-4931

MaCHiaS

20 Main Street

255-3372

MilBriDge

2 Bridge Street

546-7323

NortHeaSt HarBor

111 Main Street

276-3314

roCklaND

245 Camden Street

594-9557

SoMeSville

1055 Main Street

244-4417

SoutHweSt HarBor

314 Main Street

244-3314

wiNter HarBor

385 Main Street

963-5800

BuSiNeSS BaNkiNg, truSt & 

FiNaNCial ServiCeS oFFiCeS

BaNgor

one Cumberland Place, Suite 100

945-5244

ellSwortH

135 High Street

667-3883




